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LI Baker Tilly Armenia CJSC

INDEPENDENT AUDITOR’S REPORT

To the Board of “The A. D. Sakharov Armenian Human Rights Protection Centre” NGO and
“Brot fiir die Welt” German organization

Opinion

We have audited the accompanying Financial Report of the Project “Protection of Human Rights and
Strengthening Civil Society in the Regions of the Republic of Armenia, Phase 5 (“the Project™)
implemented by The A. D. Sakharov Armenian Human Rights Protection Centre NGO (“the
Organization™) based on the Cooperation Agreement signed between Evangelisches Werk fiir Diakonie
und Entwicklung e. V. for Brot fiir die Welt and the Organization for the Project N E-ARM-2021-0172
tor the period from 01 July 2023 to 31 December 2023, which comprise the Statement of Project receipts
and Project expenditures. Balance of Project Funds and Cash Status and notes to the Financial Report
including a summary of significant accounting policies. The Financial Report has been prepared by
management using the cash receipts and disbursements basis of accounting described in the Section 2
“Accounting Policy™ of the Report.

[n our opinion,

a) The Project has adhered, in all material respects, to the terms of the Cooperation Agreement with
Brot fiir die Welt,

b) the Project funds have been used, in all material respects, exclusively for the purposes of the
Project in accordance with the Cooperation Agreement and the approved budget; and

¢) The Financial Report of the Project six-month period ended 30 June 2023, presents fairly in all
material respects, its income and expenditure during the period and of its funds and cash status at
that date.

ADVISORY - ASSURANCE *ACCOUNTING 'TAX
Baker Tilly Armenia CJSC is a member of the global network of Baker Tilly International Ltd., the members of
which are separate and independent legal entities.
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Basis for Opinion @ bakerti lly

We conducted our audit in accordance with International Standards on Auditing (ISAs). particularly
following the requirements of ISA 800 “Special Considerations - Audits of Financial Statements
Prepared in Accordance with Special Purpose Frameworks”. Our responsibilities under those standards
are further described in the Auditors’ Responsibilities for the Audit of the Financial Report section of our
report. We are independent of the Organization in accordance with the ethical requirements that are
relevant to our audit of the financial statements in Armenia. and we have fulfilled our ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion,

Emphasis of Matter- Basis of Accou nting and Restriction on Distribution and Use

We draw attention to Note 2 to the Financial Report, which describes the basis of accounting. The
Financial Report is prepared to assist the Organization in complying with the financial reporting
provisions of the Cooperation agreement referred to above. As a result, the Financial Report may not be
suitable for another purpose. Our report is intended solely for use of the Organization and BfdW. Our
opinion is not modified in respect of this matter.

Responsibilities of Management and Those Charged with Governance for the Financial report

Management is responsible for the preparation and fair presentation of the Financial Report in
accordance with cash basis of accounting as described in the Note 2 to the Financial Report. and
comply with the requirements of the BfdW Terms of reference. and for such internal control as
management determines is necessary to enable the preparation of Financial Report that is free
[rom material misstatement. whether due to fraud or error.

Those charged with governance are responsible for overseeing the Organization’s financial
reporting process.

Auditor’s Responsibilities for the Audit of the Financial Report

Our objectives are to obtain reasonable assurance about whether the Financial Report as a whole are free
from material misstatement. whether due to fraud or error. and to issue an auditor’s report that includes
our opinion. Reasonable assurance is a high level of assurance. but is not a guarantee that an audit
conducted in accordance with ISAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if. individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of this financial report.

As part of an audit in accordance with ISAs. we exercise professional judgment and maintain professional
skepticism throughout the audit. We also:

* Identify and assess the risks of material misstatement of the financial report, whether due to fraud
or error. design and perform audit procedures responsive to those risks, and obtain audit evidence
that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a
material misstatement resulting from fraud is higher than for one resulting from error, as fraud
may involve collusion, forgery, intentional omissions. misrepresentations or the override of
internal control.

* Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Organization’s internal control.

* Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

ADVISORY * ASSURANCE ‘ACCOUNTING ‘TAX
Baker Tilly Armenia CISC is a member of the global network of Baker Tilly International Ltd., the members of
which are separate and independent legal entities.
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We communicate with those charged with governance regarding. among other matters, the planned scope
and timing of the audit and significant audit findings. including any significant deficiencies in internal
control that we identify during our audit.

Auditor - /
/Y

— i
Sh. Tashchiyan \__~ /™

19 February 2024

ADVISORY - ASSURANCE *ACCOUNTING ‘'TAX
Baker Tilly Armenia CISC is a member of the global network of Baker Tilly International Ltd., the members of
which are separate and independent legal entities.
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Notes to the Financial Report

I, Creation and main activity
a) Organization

The A. D. Sakharov Armenian Human Rights Protection Centre NGO (hereinafter referred to as the
“Organization™) is a non-commercial organization.

It was established on October 9, 1990, by decision N 457, according to the extract issued by the State
Register of Legal Entities of the Ministry of Justice of the RA on 8 December 2023.

It was registered as a non-governmental organization on December 26, 1997 according to the Decree
N50/2-3 of the Ministry of Justice of the Republic of Armenia (State registration certificate N414).

The Organization was re-registered on January 21, 2000 according to the Decree N167 of Ministry of the
Justice of the Republic of Armenia (to be in compliance with the Civil Code of the Republic of Armenia),
as well as on July 14, 2006 (Certificate No211.171.04085). State registration certificate N 03 A 072784.
The changes in the Charter of the Organization were registered on 08.12.2017.

b) Mission and objectives

According to the Charter, the mission of the Organization is the protection of human rights and
fundamental freedoms and the development of a democratic system in Armenia.

The Organization’s objectives can be summarized as follows:
¢ promoting human rights protection and assisting any actions related to that.
e promoting the capacity building of civil society institutions.
* promoting the public participation in decision-making and public governance oversight
processes.
¢ contributing to increasing the level of public awareness of legal issues. etc.

¢) Other information

The Organization was registered in the Spandarian territorial tax inspectorate on October 4, 2002 (Tax
code 02513655) and in Spandarian territorial social insurance center (code 43-10956). The legal address
of the Organization is Sarmen 1 Str., Yerevan, Armenia.

The Organization has 3 (three) branches in Shirak, Gegharkunik and Syunik marzes (provinces).

By the end of the reporting period the Organization employed 19 people within the framework of the
Project.

2. Accounting Policy and Principles of Accounting

I'he Project Financial Report is prepared in accordance with Cash basis of accounting. Income and’
expenses are reflected in the financial report on a cash basis of accounting, i.e. income and expenses are
recognized when cash is received or paid. Income from grants was translated into AMD using the actual
exchange rates used by Ameriabank CJSC on the dates of funds conversion into AMD.

3. Project income

In the reporting period (01.07.2023-31.12.2023) the Project E-ARM-2021-0172 “Strengthening of Civil
Soceiety in the Region of the Republic of Armenia. Phase 57 was financed by Brot fiir die Welt German
organization (hereinafter referred to as BfdW). The funding was spent on project activities aimed at
contributing to the level of the population’s social involvement and responsibility to legal, social, cultural
and more affairs in Shirak, Gegharkunik and Syunik marzes of the republic of Armenia.

I'he total funding provided for the implementation of the Project is presented below.
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Notes to the Financial Report

Date of Receipt Date of conversion EUR Rate AMD
17.10.2023 18.10.2023 13,000 413 5.369,000
Total 13,000 5,369,000

4, Budgeted amounts of the Project for the reporting period

The Organization has prepared a semi-annual report on expense incurred for implementation of the
project. The budgeted amounts in the report are presented in Euros and equivalent thousand Armenian
drams (AMD).

The expenses made under the project have been executed both in cash and via bank transfer. For that
purpose, the amounts deposited to the Organization’s foreign currency account were converted to local
currency using commercial bank exchange rate of the date of the conversion. Exchanged funds were
deposited to the Organization’s local currency (Armenian dram) bank account No 1570001017490100 at
Ameriabank CJSC.

The project funds have been used solely for Project needs under the Agreement, in the frames of the
amounts envisioned by the Project budget and are supported by appropriate supporting documents
(employment contracts, lease and purchase agreements, invoices, payment orders, executive acts, cash out
orders, cash register checks, etc.).

The expenses were made by Yerevan head office and branch offices.

Below is the Project expenses breakdown by separate items of expenditure estimates.

4.1 Training activities

The table below presents the project expenditures breakdown by nature and budget line.

Total in AMD
Sub-grants -
Net salary of Experts 764,400
Income tax on the salary of experts 130,800
Social tax and stamp fee 34,800
Other training costs 1,230,900
2,160,900

Remuneration to the experts was paid based on the hourly pay defined by service contracts and accounted
hours of work.

Executive acts drawn up by the commission regarding the seminars and time spent by the experts also
served as basis for remuneration.

4.2 Personnel expenses

The table below presents the breakdown of Project’s staff and relating tax expenses (including that of
shirak, Gegharkunik and Syunik branches) by expense item and payment type.
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4.2.1 Administrative Staff

Net salary
[ncome tax paid

Social tax and stamp fee

4.2.2  Project staff

Notes to the Financial Report

Total in AMD

3,299,239
1,422,497
245,185

6,966,921

Salaries _Total in AMD
Net salary 10,032,978
Income tax paid 2,800,739
Social tax and stamp fee 650,739
13,484,456

Payroll expenses by function and region

Administrative Program
Payroll function payroll payroll
Region AMD AMD
Yerevan 5,632,025 2,104,229
Shirak 1,334,896 5,456,463
Syunik - 2,786,246
Gegharkunik - 3,137,518
Total 6,966,921 13,484,456

The bank payments (salary and income tax) on salaries were made by the Head Office. Salaries were
calculated based on the remuneration amount stipulated by employment contract and relevant time sheets.

The number of Organization employees engaged in the project implementation during the reporting
period-19, including: 5 employees, in “Kentron™ (Centre) branch, 7 in “Shirak™ branch, 3 in

“Gegharkunik” branch, and 4 in “Syunik™ branch.

(B
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No 042322

APPROVED

evorgyan
Managing Partner

Baker Tilly Armenia CJSC

INDEPENDENT AUDITOR’S REPORT

To the Board of “The A. D. Sakharov Armenian Human Rights Protection Centre” NGO and
“Brot fiir die Welt” German organization

Opinion

We have audited the accompanying Financial Report of the Project “Protection of Human Rights and
Strengthening Civil Society in the Regions of the Republic of Armenia, Phase 5~ (“the Project”
implemented by The A. D. Sakharov Armenian Human Rights Protection Centre NGO (“the

Organization™) based on the Cooperation Agreement signed between Evangelisches Werk fiir Diakonie
und Entwicklung e. V. for Brot fiir die Welt and the Organization for the Project N E-ARM-2021-0172
for the period from 01 January 2023 to 30 June 2023, which comprise the Statement of Project receipts
and Project expenditures, Balance of Project Funds and Cash Status and notes to the Financial Report
including a summary of significant accounting policies. The Financial Report has been prepared by
management using the cash receipts and disbursements basis of accounting described in the Section 2
“Accounting Policy” of the Report.

In our opinion,

a) The Project has adhered, in all material respects, to the terms of the Cooperation Agreement with
Brot fiir die Welt.

b) the Project funds have been used, in all material respects, exclusively for the purposes of the
Project in accordance with the Cooperation Agreement and the approved budget; and

¢) The Financial Report of the Project six-month period ended 30 June 2023, presents fairly in all

material respects, its income and expenditure during the period and of its funds and cash status at
that date

ADVISORY * ASSURANCE ‘ACCOUNTING ‘TAX

Baker Tilly Armenia CJSC is a member of the global network of Baker Tilly International Ltd., the members of
which are separate and independent legal entities.
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Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs), particularly
following the requirements of ISA 800 “Special Considerations - Audits of Financial Statements
Prepared in Accordance with Special Purpose Frameworks”. Our responsibilities under those standards
are further described in the Auditors’ Responsibilities for the Audit of the Financial Report section of our
report. We are independent of the Organization in accordance with the ethical requirements that are
relevant to our audit of the financial statements in Armenia, and we have fulfilled our ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Emphasis of Matter- Basis of Accounting and Restriction on Distribution and Use

We draw attention to Note 2 to the Financial Report, which describes the basis of accounting. The
Financial Report is prepared to assist the Organization in complying with the financial reporting
provisions of the Cooperation agreement referred to above. As a result. the Financial Report may not be
suitable for another purpose. Our report is intended solely for use of the Organization and BfdW. Our
opinion is not modified in respect of this matter.

Responsibilities of Management and Those Charged with Governance for the Financial report

Management is responsible for the preparation and fair presentation of the Financial Report in
accordance with cash basis of accounting as described in the Note 2 to the Financial Report, and
comply with the requirements of the BfdW Terms of reference, and for such internal control as
management determines is necessary to enable the preparation of Financial Report that is free
from material misstatement, whether due to fraud or error.

Those charged with governance are responsible for overseeing the Organization’s financial
reporting process.

Auditor’s Responsibilities for the Audit of the Financial Report

Our objectives are to obtain reasonable assurance about whether the Financial Report as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that include
our opinion. Reasonable assurance is a high level of assurance. but is not a guarantee
conducted in accordance with ISAs will always detect a material misstatement wher S
Misstatements can arise from fraud or error and are considered material if. individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of this financial report.

)
(

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional
skepticism throughout the audit. We also:

* Identify and assess the risks of material misstatement of the financial report, whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence
that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a
material misstatement resulting from fraud is higher than for one resulting from error, as fraud
may involve collusion, forgery, intentional omissions, misrepresentations or the override of
internal control.

* Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Organization’s internal control.

* Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

ADVISORY * ASSURANCE ‘ACCOUNTING ‘TAX
Baker Tilly Armenia CJSC is a member of the global network of Baker Tilly International Ltd.. the members of
which are separate and independent legal entities.
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We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.

Auditor

Sh. Tashchiyan

22 September 2023

ADVISORY * ASSURANCE ‘ACCOUNTING ‘TAX
Baker Tilly Armenia CJSC is a member of the global network of Baker Tilly International Ltd., the members of
which are separate and independent legal entities.
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Notes to the Financial Report

1. Creation and main activity
a) Organization

The A. D. Sakharov Armenian Human Rights Protection Centre NGO (hereinafter referred to as the
“Organization™) is a non-commercial organization.

It was registered on December 26, 1997 according to the Decree N50/2-3 of the Ministry of Justice of the
Republic of Armenia (State registration certificate N414).

The Organization was re-registered on January 21, 2000 according to the Decree N167 of Ministry of the
Justice of the Republic of Armenia (to be in compliance with the Civil Code of the Republic of Armenia),
as well as on July 14, 2006 (Certificate No211.171.04085). State registration certificate N 03 A 072784.
The changes in the Charter of the Organization were registered on 08.12.2017.

b) Mission and objectives

According to the Charter, the mission of the Organization is the protection of human rights and
fundamental freedoms and the development of a democratic system in Armenia.

The Organization’s objectives can be summarized as follows:
e promoting human rights protection and assisting any actions related to that.
* promoting the capacity building of civil society institutions.
e promoting the public participation in decision-making and public governance oversight
processes.
e contributing to increasing the level of public awareness of legal issues, etc.

¢) Other information

The Organization was registered in the Spandarian territorial tax inspectorate on October 4, 2002 (Tax
code 02513655) and in Spandarian territorial social insurance center (code 43-10956). The legal address
of the Organization is Sarmen 1 Str., Yerevan, Armenia.

The Organization has 3 (three) branches in Shirak, Gegharkunik and Syunik marzes (provinces).

By the end of the reporting period the Organization employed 19 people within the framework of the
Project.

2. Accounting Policy and Principles of Accounting

The Project Financial Report is prepared in accordance with Cash basis of accounting. Income and
expenses are reflected in the financial report on a cash basis of accounting, i.e. income and expenses are
recognized when cash is received or paid. Income from grants was translated into AMD using the actual
exchange rates used by Ameriabank CJSC on the dates of funds conversion into AMD.

3. Project income

In the reporting period (01.01.2023-30.06.2023) the Project E-ARM-2021-0172 “Strengthening of Civil
Soceiety in the Region of the Republic of Armenia, Phase 5 was financed by Brot fiir die Welt German
organization (hereinafter referred to as BfdW). The funding was spent on project activities aimed at
contributing to the level of the population’s social involvement and responsibility to legal, social, cultural
and more affairs in Shirak, Gegharkunik and Syunik marzes of the republic of Armenia.

The total funding provided for the implementation of the Project is presented below.
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Notes to the Financial Report

Date of Receipt Date of conversion EUR - Rate AMD
21.02.2023 21.02.2023 19,500 409.0 7,975,500
04.04.2023 05.04.2023 29,000 418.0 12,122,000
20.06.2023 21.06.2023 60,000 414.0 24,840,000

Total 108,500 44,937,500

4. Budgeted amounts of the Project for the reporting period

The Organization has prepared a semi-annual report on expense incurred for implementation of the
project. The budgeted amounts in the report are presented in Euros and equivalent thousand Armenian
drams (AMD).

The expenses made under the project have been executed both in cash and via bank transfer. For that
purpose, the amounts deposited to the Organization’s foreign currency account were converted to local
currency using commercial bank exchange rate of the date of the conversion. Exchanged funds were
deposited to the Organization’s local currency (Armenian dram) bank account No 1570001017490100 at
Ameriabank CJSC.

The project funds have been used solely for Project needs under the Agreement, in the frames of the
amounts envisioned by the Project budget and are supported by appropriate supporting documents
(employment contracts, lease and purchase agreements, invoices, payment orders, executive acts, cash out
orders, cash register checks, etc.).

The expenses were made by Yerevan head office and branch offices.

Below is the Project expenses breakdown by separate items of expenditure estimates.

4.1 Training activities

The table below presents the project expenditures breakdown by nature and budget line.

Total in AMD

Sub-grants

Net salary of Experts

2.537.000
Income tax on the salary of experts 438.800
Social tax and stamp fee 88.200
Other training costs 2.849.070
9,243,370

Remuneration to the experts was paid based on the hourly pay defined by service contracts and accounted
hours of work.

Executive acts drawn up by the commission regarding the seminars and time spent by the experts also
served as basis for remuneration.

4.2 Personnel expenses

The table below presents the breakdown of Project’s staff and relating tax expenses (including that of
Shirak, Gegharkunik and Syunik branches) by expense item and payment type.
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4.2.1 Administrative Staff
Net salary

Income tax paid

Social tax and stamp fee

4.2.2 Project staff

Notes to the Financial Report

Total in AMD

5,698,749
1,464,317
304,088

7,467,154

Salaries Total in AMD
Net salary 10,875,968
Income tax paid 2,746,324
Social tax and stamp fee 628,584
14,250,876

Payroll expenses by function and region

Administrative Program
Payroll function payroll payroll
Region AMD AMD
Yerevan 5,570,203 2,095,440
Shirak 1,896,951 6,022,746
Syunik - 2.617.284
Gegharkunik - 3.515.406
Total 7,467,154 14,250,876

The bank payments (salary and income tax) on salaries were made by the Head Office. Salaries were
calculated based on the remuneration amount stipulated by employment contract and relevant time sheets.

The number of Organization employees engaged in the project implementation during the reporting
period-20, including: 6 employees, in “Kentron” (Centre) branch, 7 in “Shirak™ branch, 3 in

“Gegharkunik™ branch, and 4 in “Syunik” branch.
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